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105 Geigen Hills Drive

Gaiden Valley, MN 5541

Qctober 13, 2003

Delivered VIA Fax #508.24 1-779C and U.S. Mail

Danicl I. Schwartzer, Executive Director
Wisconsin Association of Provider Networks
4600 American Parloway
EastPark Ope

Snite 208

Madison, WI 53718

RE:  Wisconsin State Stamute Chapter 609 and Regulation INS S

Dear My, Schwartzer:

As you know, PreferredOne is 2 presminent Minnesota preferred provider organization
that bas been in operation in Minnesota, Norh Dekotz, South Dakota, lowa, angd
Wisconsin since 1984, In Wisconsin, we have established networks of providers in those
counties along the Minnesora-Wisronsin border delineated primarily by the St. Croix and
Mississippl Rivers. These networks of Wisconsin providers essentially serve those
Wisconsin residents whose employers are principally officed and activelv engaged in the
operztion of their busincsses in the State of Minnecora.

I write at this time to express PreferredOne's stron g support of WAPN's March 2005
Position Statement and it's ongoing e®orts to elfect changes 1o current regulation INS 9
which will bring that reeulation into conformity with Wisconsin State Stzmite Chapter
609,

PreferredOne had welcomed the important changes made fo Chapter 609 by the 2001
2002 budget bill. However, PreferredOne finds it virtually impossible as z preferred
provider organization to coraply with regulation INS 9 as it is presently interpreted and
enforeed by the Office of the Commissioner of Insurance of your state. This is especially
true with respect {o the subjeet of Access Standards 2ad the management of the quality of
care rendered by our network providers. Access Siandards designed for HMO plans are
TOt appropriaie for application 1o preferred provider crganization plans. Likewise, the
application of quality assurance and care management provisions intended for HMOs i
not appropriate [or preferred provider organizations where such quality and car

[}

management dedisions are left to the respective providers and their patients.
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Accordingly, PreferredOne supports WAPN and s offorts 1o encourzge the Wisconsin
Senate and the Wisconsin Assembly to sez that the changes being made by the Office of
the Commissioner of Insurance to Regulation INS @ are consistent with the legislative
mtzat of Chapter 609 and bring the application and enforcement of INS 9 into conformity
with the provisions of Chapter 609.

Good luck to you in this endeavor. If you need additional suppott in your efforts, please
do not hesitate to contact us,

Very truly yours,

Michazl T. MeXKim -~ B
Semor Vice President

General Counsel

763-847-3573

michazl. mekim@preferredone com
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WISCONSIN ASSOCIATION OF
HEALTH UNDERWRITERS

Wisconsins Benefit Specialists

Senate and Assembly
Joint Public Hearing

Committee on Agriculture and Insurance
Clearinghouse Rule 05-059

October 13, 2005

We would like to thank the members of the Committees for allowing us to provide written comments
on the above referenced regulation. The members of the Wisconsin Association of Health
Underwriters (WAHU) and National Association of Health Underwriters (NAHU) are comprised of
insurance professionals involved in the sale and service of health benefits, long-term care benefits,
and other related products, serving the insurance needs of over 100 million Americans. We have
almost 18,000 members around the country and nearly 600 members here in Wisconsin, Our
membership is primarily made up of insurance agents that work directly for and with the consumers
of health care. Since our number one concern is our customers, we consider ourselves to be
consumer advocates and Jook at how any legislation or regulation will affect these customers.

In reviewing Clearinghouse Rule 05-059, we respectfully oppose this regulation. It is our
understanding that the changes to the existing regulation, known as Ins 9, were necessary based on
statutory changes made to Chapter 609. While we supported those changes made to Chapter 609, we
oppose the proposed regulation, as it appears to ignore the intent behind the provisions contained
within 2001 Wisconsin Act 16.

Our members work with both individuals and employers on developing plan designs that best suit
the consumer’s needs. In the past few years, there has been a demand by consumers for consumer
driven type plan designs, including higher deductibles and higher co-insurance limits. This proposed
regulation removes, and reduces at best, the consumer’s flexibility in benefit design. Thisisnota
benefit to the consumer. It is more government intervention that actually ends up hurting the
consumer in the end. In working with Employers, agents often attempt to reduce the increase in
health insurance renewals through plan design. To limit this plan design takes away the consumers
ability to afford health care coverage,



- Page 2 -

As experts in the financing of health care, we are also fearful that this proposed regulation will at
best, cause increases in PPO premiums, or.at worst case, cause many insurers to no longer offer their
PPO product based on provisions that will be impossible for the PPO’s to comply with. Such
examples include your proposed Ins 9.32 (2)(a) and Ins 9.32 (2)(c). Both of these provisicns require
a PPO to have confractual control over the business operations of a health care provider.

The consumers our members serve have made it very clear that they do not want this type of
oversight by thelr health plan. PPO plans have been growing over the last decade specifically
because consumers donot want their health pian interfering with the care provided by their doctors.
Furthermore, ‘doctors have also expressed their desire to no longer enter into network arrangements
that would give up control over their operations to health plans. These two provisions would
directly interfere with the wishes and desires of both the consumer and the providers. Without this
ability to control the providers® operation, many insurers may decide to simply not offer the PPO
product in the marketplace. This reduces competition, removes choice for consumers and will
ultimately lead to higher health care costs, and thus higher insurance premiums.

Another concern we have is Ins 9.25 (5). In this provision you require a PPO to include language
warning the consumer of limited out of network benefits. This language is confusing and will oniy
induce a sense of an inferior product, which often times would not be accurate, We also feel it is
dzscmmatery and misleading to the CONSUMETS Our members serve. HMO benefits eften include no
coverage for out of network providers and yet you require only PPO’s 1o include this language. This
appears to favor one type of plan over another and we believe consumers, and the agents that work
with them, are in the best position to make this type of determination. WAHU fully supports all plan
designs and the right of the consumer to chose among them.

Finally, we also have concern with the attempt to include dental and vision plans in this reguiaﬁon
Managed care in health plans is completely different than managed care in dental and vision plans.
Steerage in these ancillary products is designed and utilized differently than in health plans and thus
inclusion of these ancillary products is unnecessary and overly burdensome.

We hope that the committee wiil be able to have the OCI made the needed changes to this regulation
in order to preserve both HMO and PPO plans as viable options for Wisconsin consumers, rather
than favor one plan over another and attempt to reduce PPO participation. We thank you for the
opportunity to provide our comments and would be happy to discuss our concerns in more detail if
vou desire.

Wisconsin Association of Health Underwriters
608-268-0200

www.eWAHU ore

LegComm@eWAHU org







- 4600 American Parkway » EastPark One « Ste, 208 + Madison, Wi 83748
(608) 243-1007 « Fax {608} 2417750

WISCONSIN ASSOCIATION
OF PROVIDER NETWORKS

Joint Hearing of the
Senate & Assembly Insurance Committees
October 13, 2005

Wriftén Testimony for Clearinghouse Rule 05-059

Thank you for the opportunity to provide written testimony on Clearinghouse Rule 05-059. The
Wisconsin Association of Provider Networks (WAPN) is Wisconsin’s PPO association. WAPN
members represent nearly 1.8 million Wisconsin consumers, and in 2004, our combined membership
reprocessed over $4 Billion dollars of health care charges, providing millions of dollars of savings to
consumers.

The Preferred Provider Organization (PPO) plan design is the most widely purchased plan, not only in
Wisconsin but nationally. According to a Kaiser Employer Health Benefits 2005 Annual Survey, PPO
Plans have the highest enrollment covering 61% of covered workers, up from 55% in 2004. The plan
with the next highest enrollment fell to 21% of total covered workers from 25% last year, The Midwest
data in this same survey shows even a higher penetration by PPO’s at 70%. [See attached exhibits].
PPO’s have not only provided consumers with the ability to negotiate competitive health care rates, but
have given consumers the complete freedom of provider choice. As a result, PPO’s have received the
highest satisfaction rate of any type of plan, according to a Deloitte & Touche 2003 Employer Health
Care Survey. With so many consumers not only covered by a PPO plan, but satisfied with them, it is
imperative that any statute or regulation preserve the viability of this market. To that end, we
respectfully address our concerns with CR05059 and the negative effect it will have on PPO plans in
Wisconsin.

To start, the sole purpose in revising Ins 9 was based upon the statutory changes made by the legislature
in 2001 Wisconsin Act 16. Specifically, changes were made to Chapter 609 in an effort to properly
recognize the differences that exist between HMO and PPO plan designs. These changes were
necessary in order to ensure the continued viability of PPO’s in Wisconsin, as some of the provisions in
Chapter 609 were impossible for PPO’s to comply with. It was therefore our anticipation that the OCI
would draft a revision to Ins 9 based upon the wishes of the legislature and the intent behind the revised
statute. Unfortunately, throughout the last four years of discussion, and as evidenced in this latest
Clearinghouse Rule, it appears the department is reaching beyond their statutory authority, and more
importantly, disregarding the legislative intent.



In their “plain language analysis and summary of the proposed rule”, the OCI states that consumer
complaints are the rationale for making these proposed changes. How ever, we feel their argument is
irrelevant without the full disclosure and review of these complaints by either the industry or the
legislature. The Wisconsin Association of Provider Networks has requested more detailed information
regarding these alleged complaints on numerous occasions. However, to date, our request has been
unanswered, including our request for review of these complaints under open records laws. The only
information we have received is a “summary” of the complaints completed by the OCIL. While we are
appreciative of the summary and the effort in producing it, unfortunately, it does not provide the detailed .
information needed to make a rational decision as to what the extent of any specific problem within the
market might be. Furthermore, it does not allow the opportunity o analyze whether the department
properly categorized the complaints between HMO and PPO business. How are we assured that the
complaints they list as “PPO Complaints™ are not actually complaints regarding a PPO plan marketed by
an HMO insurer? In addition, the summary does not explain the resolution of these complaints. Many
of these compiamts may- have, in fact, proven to be a lack of understanding by the insured and perhaps
‘there was no wrong éomg by the insurer at all. Furthermore, the summary identifies atotal of 936 -
complamts over nearly a year and a. haif ‘However, when they attempt to categorize these cempiamts '
into 6 ; areas, they only identify 314 complamts What is the other alleged 622 complaints relating to? =

We are grateful for the time the OCI has committed to this regulation, and the improved effort this
department has made towards meeting with the industry. However, we believe the department should
revise Ins 9 based only on the intent of the statutory changes made to Chapter 609, or provide more
detailed complaint information regarding their concerns about PPO’s so that legislators can make an
informed and intelligent decision if further statutes and regulations are necessary in order to protect
‘Wisconsin consumers.

" The following are.our specific comments and concerns [Please note that PPG’S are referred thmughaut

' the regulation as Preferred Provider Plans (PPP’ 8):

1. The inclusion of limited scope plans. Under Ins 9.01 (10m), the regulation is attempting to
include limited scope plans, like dental and vision plans, into specific provisions of the regulation.

Summary — This broad inclusion is not consistent with either federal laws like HIPAA, or even our state
laws. The inclusion of these limited benefit plans was simply not contemplated in the development of
Chapter 609, nor in the changes that occurred with 2001 Wisconsin Act 16. This provision was not even
contemplated by the OCI in their first draft of revising Ins 9 (Please see Clearinghouse Rule 02-069) In

fact. this inclusion of dental and vision plans was not even proposed bv OCI until sometime in late 2004
or early 2003,

Recommendation — This provision should be deleted in its entirety.

2. Preferred provider plan same service requirements — Under Ins 9.23, there are certain
requirements that the regulation places on PPP’s in order to qualify for the exemptions that Chapter
609.35 provides. Please note that 609.35 provides the exemptions that the legislature granted in order to
properly differentiate between HMO’s and PPP’s. The following are the specific concerns with Ins
9.25:




2a. The expectation of “substantial coinsurance coverage”. InIns 9.25 (1), the proposed
rule states that in order to satisfy 609. 35, PPP’s must have a minimum coinsurance rate for out of
network coinsurance payments. The co-insurance is the percentage of a claim that is paid by the insurer
once the deductible is satisfied. The regulation requirés a minimum coinsurance rate of 60% for out-of-
network providers — meaning that the coinsurance rate for in-network providers is usually higher than
60%. A plan can have a co-insurance rate of 50% for out-of-network providers if a disclaimer is printed
prominently and provided-at the time of solicitation. The regulation does not define how this disclaimer
should be provided (i.e.: brochures, provider directory, additional disclosure piece, etc). T

For reference, s. 609.35 simply states:

609.35 Applicability of requirements to preferred provider pians. Notwithstanding ss. 609.22(2), (3), (4), and (7), 609.32 {11
and 609.34 (13, a preferred provider plan that does not cover the same services when performed by a nonparticipating provider that it
covers when those services are performed by a participating provider is subject to the requirements under ss. 609.22 (2), (3). (4), and (7).
609.32 (1), and 609.34:(11. S ' S

History: 2001 8. 16, . oo

Summary — This section not only exceeds the department’s statutory authority, but will continue to
make health care, and ultimately health insurance, unaffordable for consumers. There is strong a desire
to solve our health care cost crisis by free market solution rather than increased government |
intervention. The incentives used by PPP’s to seek cost effective health care are essential 1o providing a
free market solution. Equally important, the purpose of s. 609.35 and the issue of ensuring that the same
“services” are available for both in network and out of network providers had nothing to do with what
level or what coverage these services would be provided. The issue was to assure the PPP’s provided
for the same services (such as transplants or routine care) in network as they did for out of network
providers. Therefore, we believe, that the OCI is going outside of the legislative intent relative to the
609.35. .

Additionally, it appears that the Wisconsin Legislative Council agrees with our viewpoint. In their
comments relative to OCT's first draft of the revisions to Ins 9, found in Clearinghouse Rule #02-069,
and in particular to this provision in the rule, Legislative Council states that “While 5. 609.35, Stats.,
refers to “covering” the same services, it does not require that the level of benefits for the covered
services be the same regardless of whether the service is by a participating provider or nonparticipating
provider. For example, the statute does not specify that there cannot be a different deductible or
coinsurance provision if the service is performed by a nonparticipating provider rather than a
participating provider or that the reimbursement rates to the providers must be the same.” They further
state, “It does not appear that there is siatutory authority for these provisions.”

What is also curious about this provision is that it is not equally applied to all defined network plans.
An HMO Point of Service plan could, in fact, have a coinsurance rate that is lower than a PPO’s
minimum rate of 60% and not be required to provide the consumer with the same disclosure statement.
If the OCI is attempting to protect consumers against out-of-network coverage limitations, why is this
disclaimer selectively applicable to only PPP’s?

Recommendation — While there is no authority provided to the OCI through the statutes for this
provision, and while there is no legislative intent for this provision, WAPN does recognize that co-
insurance levels that are so extreme as to essentially not provide “coverage” for services out-of-



network cannot claim to have out-of-network coverage. It is for this reason we agreed to negotiate
acceptabla language in December of 2002 with the Eegislamre and the department Uitimateiy that

greement was withdrawn by the department. That compromise consisted of a minimum coinsurance
rate of 50%, but did not mciude the pegsratn ¢ language found in Ins 9.25 (5). We would recommend
that Ins 9.25 (1) require a minimum coinsurance rate of 50% and that Ins 9.25 (5) be deleted in its
enfirety. Additionally, if the department feels the need to notify consumers about all plans that provide
reduced out-of-network coverage, they should produce a consumer guide to Defined Network plans that
discusses all tvpes of plans and their out-of-network coverage.

2b. The pre-authorization provision”, In Ins 9.25 (4), the proposed rule includes the caveat that
to be a PPP, an insurer must not use utilization management tools, such as pre-authorization, to deny
access to non-participating provider without just cause and with such frequency as to indicate a general
business practice. If determined by the department that these utilization management tools are used
without 3ust cause, it wmﬁd remm*e yom‘ PPP status according to Chapter 609.35.

Summary Ax issue is how the OCI would view “without ] just cause” and “with such frequency as to
indicate a general business practice”. As the language stands now, it is completely at the discretion of
the department. This provision exceeds the department’s statutory authority. This same provision was
also found in Clearinghouse Rule #02-069. In comments made by the Wisconsin Legislative Council
Rules Clearinghouse relative to this provision, Legislative Council stated: “...rhe statutes do not require
that a preferred provider plan cover the same services both in-plan and out-of-plan without material
disincentives in order to be defined as a preferred provider plan”.

- Additionally, WAPN provided the OCI with 2004 statistics that compared over 3,000 pre-authorizations.
The data looked at hm& ‘many days. of hospitalization were denied to in-network providers as compared
to out-of-network providers. This data showed that there was less than 2% variance between these
denials. WAPN asked the department to review this data and/or to produce other data that conflicted
with our findings. To date, WAPN has not received any response to our inquiry.

Recommendation — Unless the department can show data contrary to that which was produced by
WAPN, we recommend that Ins 9.25 (4) be deleted in its entirety.

3. The expectation of additional “substantial coverage” provisions, Under Ins 9.27, the
OCI places additional restrictions on PPP’s. These additional restrictions are similar to the substantial
coinsurance coverage listed in 2b above. Under 9.27, a PPP must have no greater than a 30%
coinsurance differential. This means that the coinsurance for in-network must not be greater than 30%
of the out-of-network coinsurance rate. (90% in-network and 60% out-of-network). In addition, this
provision also requires the deductible for out-of-network providers be no higher than 2 times the in-
network deductible (or no greater than $2,000). Additionally, the provision attempts to regulate co-
payments in the same manner as deductibles and coinsurance differentials. These provisions, like the
coinsurance minimum provision found in Ins 9.25 (1), also provides the ability for insurers to exceed
these deductible and co-payment limits if the same pejorative language found in Ins 9.25 (5) is displayed
in marketing materials,




Summary — As stated in 2a. above, the OCI does not have the statutory authority to include these
provisions on PPP’s. Neither the legislature contemplated these provisions, nor do they meet the
legislative intent in the definition of PPP’s found in Chapter 609.01 (4}. In addition, it is important to
note that such purchase decisions should be left up to the consumers that buy these plans, notto a
government regulatory agency. In the Deloirte & Touche 2003 Employer Health Care Survey, as much
as 44% of empioyers surveyed looked at plan design as their primary strategy in attempting to control
‘the increases in health care costs and insurance premmms: This same survey found 19% thought
encouraging employee consumerism was their primary strategy. This provision would not enly limitan
employer’s ability to plan design, but is in direct conflict with the encouragement of employee
consumerism. It is vital to employers that affordable coverage options be preserved. Otherwise, the
only other alternative might be to simply stop offering employer based coverage.

Recammendatmn Aise, as stated in 2a. above, while we do not believe there is authority for this
provision, we. do recognize that some minimums may. bein order. If the legislature felt it was
appropriate {0 ds.ctate such minifmums within this regulation, rather than bv statute, we would agree to -

adhere to the same minimum we negotiated in our December 2002 agreement. This minimum coverage =

includes a 40% csmsurance differential. ‘Our 2002 agrsement commented on minimum deductibles, but
did not commit to any minimum differential. Since December of 2002, with the advent of HSA’s and
other consumer driven health care plans, we would be concerned about any limitation on deductibles
that would be in conflict with HSA laws. Therefore, we would recommend that no language be included
that would limit the deductible differential. Finally, we would also recommend that the co-payment
differential be deleted in its entirety. It was rather confusing as to why this provision was included in
the first place, as most plans do not require co-payments on out-of-network providers; rather they only
reqmre co»«paymen‘{s on in-network prov;ders

4, '}fhe mciuswn ﬁf PPI”S in Access Stanéar{is in Ins 9.32 (2)(3) and Ins 9.32 (2)(b) the
proposed rule requires PPP’s to have control over their contracted providers® business operations. This
requirement states PPP’s shall “provide covered benefits by participating providers with reasonable
promptness with respect_to geographic location, hours of operation, waiting times for appointments in
provider offices and after hours care. The hours of operation, waiting times, and availability of after
hours care shall reflect the usual practice in the local area”. While the language states it shall “reflect”
the usual practice in that location, if a PPP’s contracted provider does not “reflect” the norm, than the
PPP would no longer be in compliance with this provision. Therefore, in order to be in compliance, a
PPP would have to acquire contractual control over a providers’ business operation.

For reference, the legislature removed PPP’s from s. 609.22 (2), 609.22 (3), 609.22 (4) and 609.22 (7).
The removal of PPP’s by the legisiature from 609.22 (2) specifically provided relief to PPP’s from the
types of provisions found in Ins 9.32 (2)(a). Specifically, 5.605.22 (2) states:

609.22 Access standards. (2] ADEQUATE CROICE. A defined network plan that is not a preferred provider plan shall ensure that, with
respect to covered benefits, each enroliee has adequate choice smong participaiing providers and that the providers are accessible and
guatified.

The one provision within the access standards of Chapter 609.22 that PPP’s were to remain in was
5.609.22 (1). This provision intentionally included PPP’s as it only required that the plan include a
sufficient number and types of qualified providers. It did not require that these qualified providers be
participating providers. Specifically, 5.609.22 (1) states:



509.22 Access standards. (1} PROVIDERS. A defined network plan shall include & sufficient number, and sufficient fypes, of qualified
providers to meet the anticipated needs of its enrolices, with respect to covered benefits, as appropriate to the type of plan and consistent
with normal practices and standards in the geographic area.

Additionally, the legislature created s. 609.20 (2m) to ensure that any regulation must properly
recognize the differences between HMO’s and PPP’s. Specifically, s. 609.20(2m) states:

5098.20 Rules for preferred provider and defined network plans. (2m) Any rule promulgated under this chapier shall recognize
the differences between preferred provider plans and other types of defined network plans, take ino account the fact that preferred provider
plans provide coverage for the services of nonparticipating providers, and be appropriate to the type of plan to which the rule applies.

Summary — The continued inclusion of PPP’s in these provisions appears io circumvent the
legislature’s desire to have PPP’s removed from the Access Standards. While there are many provisions
of the Access Standards that legislator’s wanted PPP’s to comply with, it was clear the legislature
thought PPP’s should not be required to follow standards that would require PPP’s to have control over
their providers operations. This is why 609.22 (1) included PPP’s and 609.22 (2) did not, as it
understood that access for PPP’s included any provider since PPP’s were required to provide out-of-
network coverage. With no requirement for a referral and coverage for out-of-network providers, PPP’s
could comply with subsection (1) as it only required access to “qualified” providers, rather than
“participating providers™ which is included in subsection (2). To further clarify this intent, the
legislature also created 5.609.20 (2m). This provision was specifically written to prevent the inclusion
of PPP’s into inappropriate regulatory provisions.

Inthe OCI’s plain language analysis, they state that “This requirement is not new and does not require
insurers to mandate to providers the providers hours of operation”. They further go on to state insurers
just need to prove those hours are normal for the location. We agree that the regulatory requirement
~ isn’tnew. It was in the original Chapter 609, but it was thrown out by the legislature with 2001

_ Wzsconsm Act16." The departmant is simply trying to reapply it through the rule making process.
Additionally, the language in Ins 9.32 (2)(a) does, in fact, mandate insurers have control over the
providers operation. The rule states that insurers must comply with the access standards and provides
for a penalty for such non-compliance. Additionally, if an insurer is unable to “prove the hours are
normal”, is it not logical to assume they will find the insurer out of compliance with this provision?

While the OCI wishes for us to trust them relative to how they will apply this provision, our concern is
long term. If the provision is written into the regulation, they can subjectively apply it as they wish in
the future. What is even more troubling are prior written opinions from the OCI contradicting their own
assertions. In a letter written by OCI General Counsel Fred Nepple on December 16, 1999 regarding
this very subject, Mr. Nepple states: “The Office anticipates an insurer will demonstrate compliance
with this requirement by maintaining records showing its direct or indirect contractual arrangements
with an adequate network of providers, that its contracts include provisions addressing the access issues
discussed above, and that it is monitoring and enforcing the contfractual provisions.” In another letter
issued by Assistant Deputy Commissioner Eileen Mallow on June 8, 2000, the OCI responds to a
request for an opinion as to existing PPO provider contract language that discusses “normal practices
and procedures”. This is the only language that exists in PPP contracts and WAPN asked if it would
satisfy the requirement of the access standards provision. Ms. Mallow replied, “....the language you
submitted does not require providers to adhere to usual practices in the local area with respect to



waiting and travel times. Additionally, consistent with {Ins 9.42, which is now Ins 9.32 (2) in
CRO5059], we would expect that an insurer w ouid also have a procedure or mechanism to monilor
provider compliance with the rule reguzremem‘s * Clearly, in both official responses by the department
(copies attached), they would require that we have “contractual” authority of the providers’ business
operations.

This requirement of contractual authority is neither something PPP’s can obtain from providers, nor is it
the desire of consumers that PPP’s have this authority. It also ignores the statutory intent of 2001
‘Wisconsin Act 16.

Recommendation — These provisions should be deleted in its entirety.

5. The inclusion of PPP’s in new provisions of Access Standards. In Ins 9.32 (2)(c), Ins
9.32 (2)(e) and Ins 9.32 (2)(H), the OCI has included an additional requirement for PPP’s under the label
of Access Standards.: These additional provisions require a PPP to force their participating providers to
sign an amendmem that would require the participating provider to notify their patients prior to a non-
emergent visit of all subcontracted services that provider-has implemented, and which networks those
subcontracted providers participate in. If the PPP fails to get the provider to sign the amendment, and/or
if the participating provider fails to give their patients this disclosure of subcontracted services, and if
the subcontracted service is provided to the patient and that service is outside the network, the PPP must
pay the claim as if it occurred in-network. In other words, they must pay the higher benefit level to the
consumer, without the benefit of a discount by the provider.

Summary ~ To have the legislature require that providers give disclosure on subcontracted services to
their patients is something WAPN could support. However, for the OCI to require insurers to require
providers to give this disclosure is both zmpsc.ssszbie for the industry and an incongruous attempt to p
regulate. health care prowders through an insurance department. According to the experts in provider
contracting, the majority of providers will not allow the contract revision and those that do will not
comply with it. Therefore, insurers will have to pay all of these claims as in network without receiving
the benefit of a discount. Because of this, any subcontracted providers that are in networks will drop out
of networks they currently participate in. This will raise the cost of this type of care for consumers.
Furthermore, there is noting in the statutes that contemplates this provision and thus, no authority to
include it in this rule.

Recommendation — Delete Ins 9.32 (2)(c), Ins 9.32 (2)(e) and Ins 9.32 (2)(f) in its entirety. In addition,
we suggest the legislature consider legislation that would enact the requirement of a disclosure of
subcontracted services by providers to patients, with enforcement mechanisms on such providers.

6. Provider Directories and Appendix D. In Ins 9.32 (2)(d), the OCI has included a
requirement that PPP’s include in their provider directory a statement urging consumers to contact the
PPP relative to the subcontracted providers (i.e.: Pathologist, Radiologist, etc.) to determine who is
participating in the network. The statement must be written exactly as stated in Appendix D and must
be in certain font size.




Summary - Most PPP’s already have similar language in the directories notifving patients about these
subcontracted providers. In addition, many of these PPP’s operate in more than one state and have
similar Eangnage on all of the directories they print. While WAPN does not obg ect to including a
provision warning consumers to contact the network first before seeking services from these
subcontracted providers, we do object to the rigidness of the exact language requirement.

Recommendation — Change Ins 9.32 (2)(d) to read: Incfude in its provider directory a prominent notice
that substantially complies with Appendix D,

7. Emergency Services Provision. In Ins 9.32 (2)(g), the OCI has included a requirement that
PPP’s treat emergency care as in-network, even if the service was performed out-of-network if the
treatment was for a real emergency medical condition.

For reference, the provision relating to the treatment of emergency medical services is found in $.609.22
(6). Specifically, this provisions states:

809.22 Access standards. (8) EMERGENCY CARE. Notwithstanding s. 632.85, if & defined network plan provides coverage of emergency
services, with respect to covered benedits, the defined network plan shall do all of the following: (8} Cover emergency medical services for
which coverage is provided under the plan and that are obtained without prior authorization for the treatment of an emergency medical
condition. {bj Cover emergency medical services or urgent care for which coverage is provided under the plan and that is provided to an
individual who has coverage under the plan as a dependent child and whe is a full4time smdent aftending school outside of the geographic
service area of the plan,

Summary — Most PPP’s already pay the in-network benefit for emergency care at out-of-network
facilities as patients in true emergent situations have neither the time nor ability to choose an in-network
provider. While there appears to be no statutory authority to include such language in Ins 9, WAPN
would agree to this language so long as the length of time of the care is included in the ianguage

- WAPN' submmed sampie Ianguage tothe OCI that was used by Nebraska.

Recommendation — Add language to Ins 9.32 (2)(g) that states: Emergency services mean healith care
services necessary to screen and stabilize a covered person in connection with an emergency medical condition.
Stabilize means when, with respect fo transfer to another facilify, the examining physician at a hospital emergency
department where an Individual has sought treatment for an emergency medical condition has determined, within
reasonable medical probability: {a) With respect to an emergency medical condition, that no material deterioration
of the condition is likely fo resuit from or occur during a transfer of the individual from the faciiity; and (b} The
receiving facility has available space and qualified personnel for the treatment of the individual and has agreed fo
accep! transfer of the individual and provide appropriate medical freatment

Conclusion — While WAPN has had other concerns with the various versions of the proposed
revisions to Ins 9 over the past four vears, we are willing to go forward with a regulation that addresses
these core issues above. We urge the Committees to ensure the continued viability of PPP’s in
Wisconsin by ensuring the OCI adopts these above recommendations. We thank you for your
consideration of our concerns.






Thank you for the opportunity to testify on the proposed rule, INS 9. My name is J.P. Wieske and I
 represent the Council for Affordable Health Insurance.

CAHI is a research and advocacy association founded in 1992, Our members include insurance carriers,
discount medical plans, trade organizations, actuaries, doctors, agents, and others. We share a common
interest in promoting free-market solutions to America’s health care problems.

CAHI has been an active and regular participant in the discussions held by the OCI on the INS 9 ruie 1

Mee’cmgs vvere heid and theissues were d1scussed in some detail.
We heartﬂy sommend the OCE for the process and the overall level of discourse.
Unfommateiy, we can not oammend the outcome.

This was not a give and take discussion or a negotiation — at least not the discussions I attended. The
commissioner certainly listened to some concerns — but plowed shead on others regardless of the
concerns.”

This rule reflects a narrow-minded f@cus that ignores cost drivers, but ms‘iead focuses on the namow
| issue of cut~—of~pocket cos’is L : :

Perhaps the most zelimg example of this narrow-minded focus is what the commissioner proposes to do
with out-of-network prowders They have crafted a solution that only a government bureaucrat could
love.

In order to solve the problem of PARE doc’fors — typically hospital-based physicians like pathologists,
anesthesiologists, radiclogists, and emergency room physicians — the commissioner proposes a solution
that ensures they have no incentive to joir any network.

Let me explain the results of this bureaucratic proposal — but listen close because it is complicated!
The commissioner’s proposal requires

1. The insurer to amend every contract with all preferred providers
2. The new contract requires the treating physician to take charge in understanding every patient’s
insurance arrangement, and to be PERSONALLY responsible for ensuring the patient will not see
out-of-network providers.

The treating physician will schedule with all providers to ensure that network physicians are used.
Treating physicians must document this effort.

Insurance companies must ensure the physicians comply with the requirement.

Claims without documentation must be paid at the in-network benefit level.

O
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7. Since the documentation will not be included with the claims, the provision will SUBSTANTIALLY
merease appeals.

'This provisions is hugely problematic because it violates many good government provisions:

1t is impossible to track

It is impossible for a company to ensure compliance

It is administratively costly _

It overburdens doctors with responsibilities that should not be theirs
It creates new problems for contracting providers

It creates payment problems

it provides little clarity for consumers on important payment issues.

SO s B e

Even more problematic is the fact that there is no statutory basis for this provision. No state has enacted
such a complicated and unworkable proposal for dealing with this problem.

Alternatively, the Commissioner has proposed an admunistrative simple solution to the issue of
emergency room coverage. Without passage of a statute from this body, he proposes to force the
insurance carrier to cover all emergency room care as in-network. The last T heard, only the legislature
has the ability to pass a new mandated benefit.

There are other provisions which may seem reasonable on the surface, but create other problems. For
example, the commissioner has moved significantly on the plan design issues. The current proposal
allows PPO carriers to sell plans that have out-of-network coinsurance of 50%, and an out-of-network
deductible two times greater than the in-network deductible.

This proposal meets most of the market’s requirements for plan designs. The number of plans that will
need to be changed to meet these new requirements is relatively small. However, in the absence of
legislative action, is it appropriate for the OCI o create its own standards? Is it good public policy to
create a standard that can be revised again and again by rule? Is it a good idea to create a complicated
approach that tests all layers of plan design?

While the plan design issue is a theoretical problem, the discriminatory PPO-only notice is a real one.
The commissioner proposes a sort of PPO warning notice — similar to the “Buyer Beware” PPO press
release from last year. The notice is triggered based on plan design, but does not apply to potentially
more restrictive HMO and point of service plans. The warning label is intended to notify buyers of
potential restrictions in coverage.

At CAHI, we have always supported increased disclosure. You may be aware of our efforts nationally
on hospital price disclosure. The same concept applies here. We support disclosure — provided it is
applied equally across the market and without discrimination. Unfortunately, the arbitrary standards
contained in this rule make little sense. We would propose that these warning labels be struck or applied
1o all plans — including HMO and Point of Service plans.

I would zlso like to briefly highlight a few other issues with this rule.

1. Access Standards — The PPO association understands this issue far better and should be
respected for their fight on this issue. Too often [ have seen companies dismiss these kinds of
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concerns in other states only to find that they face considerable fines later when the state
conducts a market conduct examination.

2. Limited Scope Plans — We have no member interest in this provision, but it makes little sense to
apply this rule to dental and vision plans. This provision is new to this version of the rule, and
we do not understand it.

3. PPP definition — This provision continues to contain policy items and should be modified.

In closing, the OCI has released a rule that creates poor public policy, creates compliance issues,
increases health insurance costs, and will lead to increased confusion in the marketplace. We hope ‘this
public testimony can be a springboard for the OCI to reconsider many of their new and more
questionable provisions. We agree the OCI has addressed a few of the issues of concern, but the new
provisions create many new problems.

Thank you for the opportunity to testify, and I would be happy to address any questions you may have.
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TO: MEMBERS
ASSEMBLY COMMITTEE ON INSURANCE

From: Representative Ann Nischke, Chair
Committee on Insurance

Date: November 3, 2005

. RE: Clearinghouse R

Please note that the Senate Committee on Agticulture and Insurance passed a motion that contained
a request for modification and a'contingent objection to promulgation of Clearinghouse Rule 05-
059.

In the agency’s response, the agency declined to modify the rule, triggering the committee’s
contingent objection.

I have attached a copy of the motion and the agency’s response for your information. Please let me
office know if you have any questions or concerns.

ASP -

Siate Capitol, Room 8 North, PO Box 8953, Madison, Wi 53705-8953
Capitol: 608-266-8580, Fax 608-282-3697



Senate Committee on Agriculture and Insurance

Motion—Request for Modifications, Request for Meeting, and Contingent Qbjection
Clegringhouse Rule 05-39

October 26, 2005

MOVED, that the Senate Committee on Agriculture and Insurance, pursuant to s. 227.19
(4) (b) 2., Stats., requests the Commissioner of Insurance to consider making
modifications to Clearinghouse Rule 05-59, relating to revising requirements for insurers
offering defined network plans, preferred provider plans, and limited service health
organizations in order to comply with recent changes in state laws, including
consideration of the topics listed in the attached document from the Wisconsin
Association of Provider Networks, dated October 25, 2005.

FURTHER MOVED, that the Committee requests that the Commissioner of Insurance
meet with the Chair of the Committee prior to submitting modifications to Clearinghouse
Rule 05-59 to the Committee.

FURTHER MOVED, that, if the Commissioner fails to notify the Chair of the Senate
Committee on Agriculture and Insurance in writing by 5:00 p.m. on October 31, 2005,
that the Commissioner will agree to consider making modifications to Clearinghouse
Rule 05-59, the Senate Committee objects to the promulgation of Clearinghouse Rule 05-
59-under's. 227.19 (4 (d) 3.,4.; and 6., Stats., on the grounds that the rule fails to comply
with legislative intent, is in conﬂ:ct with state law, is arbitrary and capricious, and
imposes undue hardship.
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Honorable Dan Kapanke I !

State Senator TN A R e

104 South Capitol - R

Madison Wi 53701
Dear Senator Kapanke

| have revaewed the metm adopted by the Senate Committee on Agriculture and Insurance,
requesting OClio modffy CR 05-59 at their meeting on October 26.- Although the Senate
Committee did not prepare a specific list of modifications for consideration; the concerns of the
Wisconsin Association of Provider Networks (WAPN) were attached to the motion. OCl's
response o each of the poinis raised in the attachment is as follows:

Inclusion of limited scope plans. OCI met with representatives of limited scope plans affected
by the rule. These representatives assured OCI that the rule will not impose undue hardship on
limited scope plans. The proposed rule permits limited scope plans to meet the less stringent
requlatory requirements of a preferred provider plan.

Restriction on Referral Requirement. The stafutory definition of a preferred provider planin s.
608.01(4), Wis. Stat spec;ﬁcaiiy states that referrals are nﬂt penmtted The mie szmply restates
this restriction.

Same service and substantial coinsurance coverage. WAPN's proposal allows an insurer to
restrict coverage to only 50% of the usual and customary charges of a non-participating provider
without providing access to.a higher level of coverage for services from a participating provider.
OC¥'s nile already includes this proposal because it allows insurers to offer, and consumers to
chose, this restricted coverage. Now WAPN asks that OCI eliminate the disclosure that makes
this an informed consumer choice. Major affected insurers in the state have acknowledged that
this disclosure is appropriate. The proposal is not in the interest of consumers or the insurance
industry.

Substantial coverage provisions. WAPN's proposai eliminates any clear explanation to
insurers or consumers as to what constitutes a preferred provider plan. Similar to the
substantial coinsurance provision, the OC| proposed rule outfines the requirements an insurer
must meet to offer a policy with severely limited benefits.

Inclusion of preferred provider plans in access standards. WAPN's proposal eliminates any
requirement for a preferred provider plan to maintain an adequate provider network. This can
not be justified either under the applicable statutes or to affected consumers.

Inclusion of preferred provider plan access standards. WAPN's proposal eliminates the
reguirement that the consumer receive critical information at the time an elective procedure is
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scheduled. The proposed rule requires only that consumers be told in advance that there is a
possibility that services provided at a participating facility may not all be covered at participating
provider rates. As documented in OCI complaints, consumers are frequently surprised to
discover that, despite their best efforts to use participating providers, not every provider at a
participating facility is a participating provider. Again this provision was developed with the
participation of major Wisconsin insurers and has their support.

Provider directories. It is not clear to OCI why any insurer would be opposed to making their
provider directories readily available to its insured members. This language simply makes clear
what the expectation is for providing this information.

Emergency services provision. WAPN's proposal appears to reflect the current Medicare
guidelines. Wisconsin already has clear statutory language defining an emergency situation in
s. 632.85, Wis. Stat., that applies to all health insurance products. The new language does not
appear to add any cianty

As you knmw OCI met and negotsated the language in the proposed rule with interested parties,
including legislative staff, over a period of nearly a year. A representafive of WAPN was invited
to all the open meetings and attended most of them. In this process, OCl made significant
concessions and has been willing to compromise. The interested parties were able to reach a
consensus on the language in the proposed rule that has been submitted to the Legislature.
OCI has also given careful consideration to, and addressed, issues raised by legislative council
staff.

The four largest insurers that offer preferred provider plan products in Wisconsin have agreed to
the laﬁguage submitted by my office. As a result, | am reluctant to take any action that would
result in the unraveling of the consensus reached by this group. Respect for the efforts of the
participating parties. to negotiate in good faith, and compelling concern for consumers, demand
that OCI not agree to medtfy the prcpased ruie Accordingly, OCI dec;imes to modify the rule.

1 would be happy to meet with you to d;scuss your CONCerns you may have regarding the
proposed rule.

Sincerely,

Jorge Gémez
Commissioner

JAG/em

Cc: Senator Neal Kedzie
Senator Ronald Brown
Senator Luther Olsen
Senator Jon Erpenbach
Senator Dave Hanson
Senator Mark Miller






Hearing Procedures

Committee on Insurance
November 3, 2005

Call to Otrder:

“The Assembly Committee on Insurance will come to
order. Will members and visitors please take their seats.”
[Use gavel, if necessary]

Call of the Roll:
“The clerk will call the roll.”
[Cletk calls the roll]

“Representatives X, Y, and Z are excused. We will hold
the roll open for members that may be joining us later.”

Welcome:

“Welcome and thank you for being here. Today we are
holding a public hearing on Assembly Bills 553 and
Assembly Bill 617. As some members and citizens
wishing to testify have time constraints, I ask that the
committee and visitors remain flexible so that we may
accommuodate everyone here today.

Please note the memorandum on Clearinghouse Rule 05-
059 (INS 9) and the action taken by the Senate Committee
on Agriculture and Insurance.

Please also note there is an updated copy of
Clearinghouse Rule 05-066, which is also available online
through Folio.”



Committee Operations:

“If you are here to testify before the committee, please fill
out a hearing slip and return it to a messenger. If you do
not want to speak, but want to register your position, you
may do so on the same slips. Anyone with time
constraints should indicate that on the hearing slips. We
will do our best to accommodate you.

Written testimony is highly encouraged. Please give it to
the messenger when you are called to speak.

Speakers are encouraged to summarize their remarks
rather than reading verbatim, and avoid repeating
previous speakers. Questions from members will follow
testimony.

To the extent possible, we will alternate between speakers
with different points of view on the subjects before the
committee.

It is our hope that we will be able to adjourn at a
reasonable hour so your brevity is appreciated.

Today’s proceedings will be recorded but not
broadcasted. Audio links and committee documents and
written testimony can be found online at
(www.RepNischke.com).

Are there any questions from members?”’

Next to last person to testify:

“This is the last person to registet on this topic. If anyone
else wants to speak, please complete a hearing slip and
give it to the messenger at this time.”



Adjournment:

“Thank you everyone who came today and sharing us
with your perspective. Thank you for those who stayed
until the end for your patience.”

With no other business before the committee, this hearing
is adjourned.”






Wisconsin Auto and Track Dealers
incurance Corporation

Re: Ins 9, CR05059
Position: Oppose as written

Dear Senator Kapanki, Representative Nischke, and Senate & Assembly Insurance Committee Members,

Good afternoon, my name is Lee Bauman. [ am the President of the Wisconsin Automobile & Truck
Dealers Insurance Corporation. We provide group health insurance coverage to over 200 dealerships and
nearly 10,000 participants in the state of Wisconsin. We have been providing health insurance benefits to
our members for over 50 years. It is extremely important for our members to continue to purchase
affordable insurance coverage through our plan.

We are organized as a Preferred Provider Organization (PPQ), or more specifically a Preferred Provider
Plan (PPP) as defined in the regulations. We are a member of the Wisconsin Association of Life and
Health Insurers, and we believe that specific provisions in Ins 9 are detrimental to the PPO market and
are not intended by the legislature. We are concerned that overly restrictive regulations could eliminate
PPOs from the marketplace at a time when more plans and more solutions are needed for our members.
Our areas of concern are as follows:

1. Access Standards - Preferred Provider Plans (PPPs} should be removed from the Access
Standards. PPPs do not have control over provider operations. We do not and should not make
decisions for providers regarding hours of operation and waiting times for appointments.

2. Pre-authorization provisions - We commonly use utilization management tools, such as hospital
pre-authorizations, We recommend that Ins 9.25(4) be deleted in its entirety. This provision
provides regulations that exceed statutory authority on hospitat pre-authorizations.

3. Requirement that insurers require providers to disclose subcontracted services (i.e., pathologists,
radiologists, etc.). This is impractical if not impossible for PPPs. It seems much more logical for
providers to disclose subcontracted services to patients.

We believe that Preferred Provider Plans, or PPPs such as our own plan, are legitimate plans that need to
compete on a level playing field with other plans. The legislature has recognized PPP’s as important
insurance plans and we need to develop the rule to refiect this emphasis.

Thank you for ligtening to our concerns. We would be happy to provide further input on any of these
important jdouedl

**} ee Bauman
President



N
5
s :
:
}5

v




HUMANA

mw&mmaw&amt

B
HEALTH INSURANCE

Blu Cmés
BlueShield

of Wisconsin

Assembly Insurance Committee
and
Senate Agriculture and Insurance Committee Hearing
Clearinghouse Rule 05-059
[Revisions to INS 9]

. Joint. Statement by
B!ue Cross Blue Shield of Wisconsin,
Humana Insurance Company,
WEA Insurance Trust-and
Wisconsin Physician Service Insurance Corporation

We are among the largest insurers in the state providing coverage to over 30
percent of all Wisconsin health insurance consumers. As Wisconsin Association
of Life and Heaith lnsurers (WALHI) mambers our compames partlclpated in the
long and exhaustave dlscussmns with the Office of the Commissioner of
insurance on the rule.

We had major concerns with the proposed rule that the Office of the
Commissioner of Insurance advanced to begin this process. We appreciate the
willingness of Commissioner Gomez and the office staff to engage in discussions
in an effort to clarify and resolve concerns and issues raised with the original
proposal. Those working sessions were productive in resolving most issues.
The proposed rule that was submitted to the Legisiature is substantially better
than the original proposal. We believe the final rule strikes a workable balance

on a wide variety of issues within the state’s health insurance markefplace.
*Blue Cross Blue Shield of Wisconsin is an independent Licensee of the Blue Cross Blue Shield Association.

1



Therefore, our companies support adoption of this rule in its current form.

Contacts:

Karen Geiger, Counsel li

Blue Cross Blue Shield of Wisconsin
414-226-5956
karen.geiger@bcbswi.com

Allan Patek, Government Relations Director
Humana _

920-337-5618

apatek@humana.com -

Vaughn L. Vance, Director of Government Relations
WEA Trust Contact

608-661-6774

vvance@weatrust.com

Christine A. Russell, Vice President, Government Relations
Wisconsin Physicians Service Insurance Corporation
608-221-7162

Christine.Russell@wpsic.com

October 13, 2005






Clearinghouse Rule 05-059

JOINT ASSEMBLY INSURANGE AND SENATE AGRICULTURE
AND INSURANGE COMMITTEE HEARING

TESTIMONY OF JORGE GOMEZ
WISCONSIN COMMISSIONER OF INSURANCE

OCTOBER 13, 2005

Managed Care vs. Defined Nétwerk

1 Background
® Prior to 2001 Wis Act 16, Preferred Provider
Plans and Managed Care Plans were separately
regulated under state statutes and rudes.
= 2001 Wisconsin Act 16 renamed managed care
plans as defined network plans and added a
requirement that OCI recognize the difference -
- between preferred providerplans and other types
of defined network plans in its rules,

acidgor 2

- Rulemaking Process

o OCI submitted proposed rules to the Legislature in
2002 to implement Act 16 changes under then-
Commissioner 0" Connell

o Extensive negotiation among OCI, both Legislative
comunittees and affected insurers

21 Rule was withdrawn December 2002

ot - 3
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Rulemaking Process

0 Many preliminary disenssions about INS 9 ocouwrred between
February 2003 and Fuly 2004 duzing OCI Life and Disability
Council Meetings and in informal presentations o industry
and interest groups

0 InJuoly 2004, Commissioner Gomez held a public hearing to
discuss insurer and consumer issues related to PPO coverage
in the current market.

o OCTissued a Notice of Scope in September 2004,

 Commissioner Gomez chaired four public working meetings
1o openly discuss the proposed rabe in an effort to achieve a
workable regulation between November 2004 and May 2005.

LN

Rulemaking Process

11 Discussions included:

w Statutory direction of the Legisiature

m Effects on consuners through review of
complaints and common misunderstanding of
health msurance products

® [ffects on employers

w Effects on providers and insurers

» Effects of a changing miarketplace

Rulemaking Process

o Public Wefkiug meeting participants:
w Wisconsin Association of Life and Health
Insurers
» Council for Affordable Health Insurance
w Wisconsin Association of Provider Networks

» Representatives from 7. domestic and non-
domestic health insusers

ook e




Legislative Direction

[w;

Cornmissioner perngtted to ];(aromlﬂgate rules relating

to PPPs and defined network plans that:

» Ensare that enzollees are not forced to travel excessive
distances 10 receive health care services

» . Ensure that the continuity of patisnt care for enrellees
meets the requirements of 5, 609.24, Stats,

Commissicner required when promulgating rules:

& Torecognize the differences betwesn preferred provider
plans and defined nepwork plans

»  To take into account the fact preferred provider plans
provide coverage for services of nonparticipating
providers

Reasons for Revision to Ins 9

a

Insured was diagnosed w/emergency appendectomy. Insured
“had no choice...and no tite to seek services “menetwork”.”
Bill from the hospital; $3,000.

“We did not realize that even though his chemo & radiation
was through the same medical building at Wausau, WI (At
the desk, go righs Tor cheme & go left for radiation}, that the
chemo was in network & the radiation was out of network.”™

. Insured had tests done at a preferred provider hospital. .

However, the raémiagmt affilisted with the hospital was nota

- PPOprovider.-She was subjecito a %300 deductible and 30%

co-payment, instead of no deductible and 106% coverage.

et

Reasons for Revision to Ins 9

)

Insured was iransported from local community hospital to Green Bay
hospital because famity thought it was a PPO provider and it was a
cardize care hospital. When the EOBs came they weve shosked as the
Greer Bay hospital is lsted in thelr provider directory. They was
uniwars providers could drop out on 4 yearly basis. They wers under the
impression all providers s their direstory woudd stay the same for the
length of the contact sinve they never received an updated directory.
Tnsured delivered by c-section snd received billing from non-netwerk
nennatal spevialist, She wes informed it was hospital policy to have a

. nebnatal spesialist present af all o-sections. She was also informed there

were no eplas necsatal specialist in Green Bay. Insuved sates that she
is “not responsible for contracting doctors 1o join the network, nor am
capalle of changing hospitel policy. 1 was at my in-plan hospita], whese
¥ in-plan provider defivered my baby. ¥ also bad an in-plan pediatiician
onfile, Idid everything nectasary 1o stay n-plas”.

i g kS
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Health Insurance Marketplace
1 Fractured Markeiplace

e
o e X Pfontotrsy s
- e
o
[ ——
2o i
pey REE TS
ot
# Private Insurance ® Public Coverage

! G SeH-msured Employers 23 Uningured all year

gy

Health Insurance Marketplace

1 HMO enrollment declined 25% since 1996
1 PPO enrolment increased 21% since 1996

o1 Public health coverage increased 33% from
2001 to 2002

Seurce: (T Health Insuranee Coversge 2503

el g




0C1 Comﬁéim Survey Results

o

2=}

o

LT gondusied & survey of complainty between Tanuary 1, 2003 through
May 31, 2004, The results idemified 936 PPO complaimts:

w Clads Administration {83%)

n Underwriting (99%)

m Polivhalder service (5%%)

®  Morketing (29)

= Other {1%)

33 cosplains Involved anciflary providers

15 complaints involved smergency services that were subject 10
nonparticipatiog provider deductibles snd co-payments

1% complaints involved changes in the provider networks

18 complaints invelved enrollee’s lack of understanding PPP requirements
T1 complaints within the “other” category included UCR determinations,
pre-certfication and preauthorization issues.

i gy "

PPP Plan with $500 and $5000
deductible 3500 Ded S5001 rod
Grass lncome $44,503.00 §44,503.00
Net incorrse atfer taxes 3%,419.12 31,419.12
Less Housing 13,887.00 13,587.00
Net Ingome lees housing C17.532.32 17.552.12
. { Presiums and deductibles T2E13IE; . - T 3a224
Net anniial living eapenses 1028077 Y.589.88

cosvigay 14

Rulemaking Process

i}

The goals were met:

The process was open

The process was inclusive

All stdes made significant compromises

Not everyone got what they wanted

At the end of the day reasonable people came to a

reasonable, workable solution. ’

» Consumers receive more information to make
better informed decisions

b w




Rule Highlights

0 Rule outlines what is a Preferred Provider

Plan (PPP)

* cannof require referrals for coverage

m- must provide the same coverage regardless of
whather the services are provzéed by ;)amczpatmg
or noaparhczpatmg providers

» - must provide coverage with the insurer paying at

" acoinsurance rate of not fess than 60% or not less

than 50% with a required disclosure

Rule Highlights

o Quakity Assurance
= PPPs must develop Remedial Action Plans when quality
problems are identified about participating primary care
‘providers
w  Less stringent requirement ther Quality Assurance Plan
requirement for Defined Network Plans
o Enrollee Notification
- Defi ned Network plans must netify affected eﬂmlle{:s
~.- upon ternination of providers from plan . -
"' . PPPsmay contract this requirement o another cmhty or %o
providers to notify enroliees

i 1w

Rule Highlights

z Reporting
‘w PPPs not reguired to report HEDTS data
= Defined Network Plans must report HEDIS data

O Access Standards
0 Defined Network plans and PPPs must annually certify
compliance with applicable access standards
o Prompiness, geographic focarion, %wﬁrsnf operation, wa;ung
times for appointmenty, and after howrs care
r Must reflect the usual practice in the local aren
u - Does not dictate provider hours of operation

i g w
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Rule Highlights -
o1 Provider adequacy
® Regquired to bave sufficient number and type of
pmvaéers 1o adeqsately deliver all covered
- services
w PPPisnot requ:;red 10 offer a choice of prowders
but must have at least ope primary care provider
and one OB/GYN pmvzde; that 1s accepting
patients.
» Defined Network plans must comply with all
access standards

Phidgoe 18
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Rule Highiights
it Cost Sharing '
= Achieves proper balance between steering of
enrollees and imposing financial penalties for use
on nonparticipating providers
® Not less than 60% coinsurance for insurer-40%
comsurance for enm}iee or;
- 50750 comsurance ifa wxmea dlsciosure of
Aimited coverage s proy ided to enrollee by the
1133111’{:‘1'

Rule Highlights

o Cost Sharing {cont’d)

w Differences between in and out of network
coinsuranee perceniage cannot be greater than
30% without written disclosure to the enrollee

» Differences between in and out of network
deductibles cannot be greater than two fimes
greater or no more than $2,000 without written
disclosure to the enroliee

exinbgoy o




- Rule Highlights

r1 Cost Sharing {cont’d)

n Differences between i and out of network co-
payments cannot be greater than three times
- greater or no mere than $160-for services
provided by a health care provider or $300
services provided by a heatth care facility for
without written disclosure io the enrofiee

acid g E
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Rule Highlishts

£y Exclusions
W PPPs must apply material exchisions equally between participating
and nos-participating providers .
» Cannot use exclasions to sieer enrolless o panticipating providers
o Ancillary Providers )
= PPPs must inchude in participating provider contiacts a requirement
that at the time of scheduling elective procedures the provider must
disclose to the enroliee all providers that may participate in procedure
and whether each provider is a participating or non-participating
B L
» PPPs aust inform enrolless of the figancial implications of using non-
participatiog providess ) -

ik g =

Rule Highlights

I3 Emergency Medical Care

w  Prudent layperson mandate

= Defined Network Plans and PPPs that provide ER care as
a covered benefit must provide coverage as though the
provider was a participating provider when enrolles
caunot reasonably reach & preferred provider or is
admitted for inpatient care by a now participating provider

w  Phans must reimpbuorse at not-participating provider rate
and apply cost sharing at participating provider rate

acion gow 2




INS 9-Major Provisions

o Regulation in keeping with Legislative intent
0 Adequate access to providers

o Emergency medical care coverage _
o Additional information to assist consumers in

making informed decisions regarding health
care including financial implications

kg E

Regulation in the Midwest

QUESTIONS OR COMMENTS?
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Exhibit 5.1: Distribution of Health Plan Enroliment for Covered Workers, by Plan Type, 1988~

2005

1988
1995

4 80% 70%  B0% Q0%

" " "
20%

—— :
P 10% 30% 50%

100%

* Diistribetion is statistically different from the previcus year shown

at pe.05. No statistical tests wene conducted for years prior to B Conventonal

1959, B M0
* Information was not obiained for POS plans in 1988 & PPO

Mote: A portion of the changs in enrciiment Tor 2006 & iksly

atirisutahle o noorsorating more recent Cansus Bursay

esimates of he number of stade and joca! government workers ahd removing federal
wiorkers from the walghts. See the Burvey and removing federal workars from the weights,
Seze the Survey Desion and Methods section for additional information,

Spurse: Kalset/HRET Survey of Employer-Bponsored Health Benefits, 1083-2008, KPMG
Survay of Employer-Sponsored Health Benefits, 1883, 1856, 1958, The Health Insurance
Association of America (HIAAS, 1588,

For more information regarding survey methodology, click here to view the Survey Design and Metheds section.

http:/fwww kff.org/insurance/7315/sections/ehbs03-5-1.cfm?RenderForPrint=1

16/12/2005
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g TiE HENRY J.

R KAISER FAMILY FOUNDATION | wm. kff.org

Employer Health Benefits 2005 Annual Survey

. :.;%,%s:‘s;“?'ﬁ.ﬁ@? .Siﬁfﬁﬁmﬁ?ﬁ’ OF FIRLINGS LIET OF EXsIBTE

Exhibit 5.2: Health Plan Enroliment, by Firm Size, Region, and Industry, 2005

L . Conventional . HMO . PPO | POS
. FIRM SIZE
' Small (3-24 Workers) 4% 13%* | 57% 269%*
Small (25-49 Workers) 4 .22 48x | 26
Small {50-199 Workers) 3 19 65 14
ALL SMALL FIRMS (3-199 Workers) 3% . 18% = 58% | 21%*%
Midsize (200-999 Workers) 3 20 66 11
Large (1,000-4,999 Workers) 1% 23 67 g
Jumbeo (5,000 or More Workers) 3 24 60 13
ggu;.rk:g?s FIRMS (200 or More \ 39% 2% 6% 12%
REGION
Northeast 4% S 23% | 54%* | 19%
Midwest 3 TR B A B
South 3 I VA 66 14
West 2 L 3ax . 51*x 45
INDUSTRY
Mining/Construction/Wholesale 5% . 13%* . 66% . 16%
Manufacturing 3 19 66 12
Transportation/Communications/Utiiity 3 20 71 6*
Retail 4 19 56 22
Finance 3 22 64 11
Service 2 22 56 20%*
State/lLocal Government 3 35 52 11
Health Care P 20 69 10
ALL FIRM SIZES, REGIONS, AND 3% 2% e1% | 15%

INDUSTRIES

* Distribution is statisticaily different from All Firm Sizes, Regions, and Industries within a plan type at p<.05,
Source: Kalser/HRET Swvey of Employer-Sponsored Health Benefits, 2005,

For more information regarding survey methodology, click here to view the Survey Design_and Methods section.

i The Kaiser Family Foundation and Health Research and Educational Trust
b Program Area: Health Care Marketplace Project | Publication Date: 09/14/2005

- a./fwww . kif.org/insurance/7315/sections/ehbs05-5-2.cfm?RenderForPrint=1 10/12/2005
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The doctor is not in — your plan

;{,Pﬂtients pay more when PPOs omit hospital physicians

By GUY BOULTON

".'Posted: Aug. 20, 2005

- Lisa Schmidt learned about one of the quirks of health insurance when she went to Oconomowoc Memorial Hospital with
- severe abdominal pain.

She knew the hospital was part of her health plan's network. She didn't know that the doctors who staff the hospital's
. emergency department were not.

: "Nobody even tells you that is a possibility until you get the bill in front of you," Schmidt said. "And then you are trying
~~to figure out what happened.”

At the time, Lake Country Emergency Physicians, which staffs the hospital's emergency department, did not have a
- contract with her family's health plan, Blue Cross Blue Shield of Wisconsin.

“As aresult, Schmidt had to pay a larger share of the bill for seeing a doctor who wasn't part of the health plan's network.
'ﬁ_-':_lt;s one of the potential pitfalls of preferred provider organizations, the most popular type of health plan.

A PPO s a network of doctors and hospitals that has given discounts to a managed care company in exchange for being
- given preferred access to the potential patients in a health plan.

' The catch is that a hospital may be part of a health plan's network, but the radiologists, anesthesiologists, pathologists and
~ emergency physicians who work at the hospital may not be.

" There's no practical way, though, for people to know that.

~ "[ could not have interviewed every person who was going to take care of me and ask, 'Are you part of my network? "

- said Schmidt, who lives near Pewaukee. "As a patient, there are only so many things you can do. That is what is so
frustrating."

The problem - while not widespread - has generated enough complaints to prompt the state insurance commissioner to
propose a rule that effectively would require hospitals to warn patients for elective care when a doctor is not part of their

health plan's network.

It also has prompted some managed care companies to take steps designed to put pressure on hospital-based physicians to
sign contracts with them - steps that one consultant likens to "blackmail."

The problem suggests that for all the talk of people becoming more involved in their health care decisions - what is called
"consumerism" - the intricacies of the health care system have a way of surprising people.

~ http://www jsonline.com/bym/news/aug05/349753 .asp?format=print 9/9/2005
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' “Ii seems there's a different set of rules r._-every little thing," Schmidt said.

._'_.Aﬁer all, how many people would think to ask whether the radiologist who reads an X-ray or the anesthesiologist in the
: operatmg room is part of their health plan's network?

- Even if they did ask, there's not much they could do about it. That's because hospitals typically give exclusive contracts to

the physician groups that staff their emergency, radiology and pathology departments. The doctors basically have a
- monopoly - and patients don't get to shop around when hospitalized.

 Doctors vs. providers
" The problem is an outgrowth of the ever-present tension between doctors and managed care companies over fees.

The managed care companies blame the doctors, contending that their monopoly gives them little incentive to negotiate
on price.

'}-;Doctors on the other hand, compkam that managed care companies know that hospitals will pressure the physzczans to
: 51gn contracts - -

';”"_Yf;}u sx)_metlmes are expected to take the contract, and they know it," said Robert Chang, owner of Health Care
-‘Management Consulting, an Elm Grove firm that advises doctors in-small and midsize groups on business and practice
management.

:"'-'For their part, health care systems "encourage" - but don't require - their hospital-based physicians to sign contracts with
_health plans that contract with the hospital.

- "We understand the problem and don't want to see patients in the middle," said Anne Ballentine, a spokeswoman for
. Covenant Healthcare. "There are instances of it in our system, It's not widespread.”

Gther health care sYstériﬁs -'takgj:' the same p_osifibn.

"Aurora has largely been able to avoid the problem," said Jeff Squire, a spokesman for Aurora Health Care. "But we agree
it can be a significant problem for patients.”

Some of those patients have made their frustrations known to state regulators.

.E'j"-‘This was a frequent complaint,” said Eileen Mallow, a spokeswoman for the Office of the Commissioner of Insurance.

- Disclosure urged

The pending rule would require health plans to include language in their contracts with hospitals and physicians that

-~ requires them to tell patients if an out-of-network doctor will be involved in their care. It is part of a broader rule

-~ regarding the regulation of preferred provider organizations.

- The state insurance commissioner expects to submit the proposed rule to the Legislature early next month. The
Legislature then can recommend changes or hold a hearing on the proposed rule. If approved by the Legislature, the rule

- would go into effect Jan. 1, 2007.

It would not affect health plans of employers who self-insure. Those plans are regulated by the federal government.

Some managed care companies welcome the proposed rule.

http://www jsonline.com/bym/news/aug(5/349753 . asp?format=print 9/9/2005
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,eiger, a lawyer with Blue Cross.

JS Onhne The doctor is not in -— your pian

""It is gomg to give consumers more mfé ..... .ation than they have now," said Karer-

-' :'_ _The managed care companies, which put together preferred provider organizations and oversee health plans, have taken
~ their own steps to deal with the problem.

 Proactive changes

: ’:"Be'ginning around April, UnitedHealthcare changed the way it pays hospital-based doctors, such as radiologists and
- ‘emergency physicians, who won't sign contracts.

-_The company used to pay its share of the bill by directly reimbursing the doctor. Now, in some cases, it sends a check to
¥ -i:he patient,

" As might be expected, some of those patients cash the check but don't pay the doctor.
: - The move is designed to remind doctors of the advantage of belonging to a health plan's network.

.:.:f__ "‘That's exactly what we are hoping will happen,” said Jay Fulkerson, president and chief executive of UnitedHealthcare of
:'i_"_Wisconsm

3'::-. UnitedHealthcare isn't alone in trying to pressure hospital-based doctors to sign contracts. For several years, Blue Cross
hasn't sent checks to doctors who don't sign contracts.

_ "Being paid directly by an insurer is one of the incentives of joining a network,” said Jill Becher, a spokeswoman for Blue
- Cross.

Some physician groups aren't happy about the practice.

~ "What they are trying to do is blackmail the providers," said Donald Stewart, a partner in Healthcare Management
::-_'-C'-{)'ris_"{iltants, a Menasha firm that advises medical groups. "They are holding a club over the doctor's head.”

Doctors still paid well

~ For hospital-based physicians, belonging to a preferred provider organization doesn't bring them additional patients, since
. they already treat all of the hospital's patients who need their services.

" At the same time, doctors who work out of hospitals must treat everyone admitted to the hospital. For this reason, they see
more uninsured patients and provide more charitable and uncompensated care than their counterparts who are based in

clinics.

They also see a larger share of Medicare and Medicaid patients. The two programs, particularly Medicaid, pay less than
private health plans.

A doctor who works in a clinic, in contrast, can choose not to see people without health insurance or who are enrolled in
the Medicaid program.

* That said, hospital-based physicians typically earn a nice living.

| Compensation for radiologists, for instance, ranges from $201,699 to $412,217 a year, according to a review of surveys
" on physician compensation compiled by Merritt, Hawkins & Associates, a recruiting firm.

For anesthesiologists, it ranges from $258,277 to $341,407 a year. And for emergency physicians, it ranges from

~ http://www jsonline.com/bym/news/aug05/349753 .asp?format=print 9/9/2005
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_$167 621 to $236,000. ko --

Some doctors believe they should contract with all the health plans that contract with the hospitals where they work.

"If]am treating a patient for cancer, the last thing they need to worry about is their insurance," said Mitchell Pincus, a
- radiation oncologist at Aurora St. Luke's Medical Center and Aurora Sinai Medical Center.

': -:-"I}lat can mean accepting whatever contract is offered by the managed care company.

T "!.YGU {0 negotiate for the best rate you can, but they also know the ot vou, and there's not a lot of negotiatin ,"
: Pil’iClLiS said.

From the Aug. 21, 2005, editions of the Milwaukee Journal Sentinel
Have an opinion on this story? Write a letter to the editor or start an gnling forum.

Subscribe today and receive 4 weeks free! Sign up now,
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